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outcomes, there is no way to determine the most efficient use of resources.
Despite the potential usefulness of economic evaluations in shaping resource allocation decisions, few can be found among the many studies of home visiting programs.1,2 One reason may be that the focus of research in recent years has been on determining whether home visiting held any promise as a strategy for prevention and early intervention. Without evidence that a particular approach produces the desired outcomes under at least some Despite the potential usefulness of economic evaluations in shaping resource allocation decisions, few can be found among the many studies of home visitingprograms.
circumstances, there is little point in asking
what it costs or whether it is cost-effective. However, the effectiveness of home visiting has already been studied through various research efforts. It is time for those who study home visiting programs to include economic evaluation in their work. In most instances, an economic analysis can be added to an outcome evaluation at minimal additional cost. This paper has three objectives: to discuss key factors influencing costs and benefits associated with home visiting programs; to review the existing economic literature on home visiting; and to present in some detail the methodology of economic evaluation and its application to home visiting.
Measuring Costs and Benefits of Home Visiting Programs
Economic evaluation depends on identifying the costs and outcomes of the intervention studied. A detailed description of the steps in economic evaluation is found in Appendix Box Al (page 107). These steps are summarized in Table 1 (page 95) .
Determining Perspective
The first step in an economic evaluation is to define the perspective from which it is to be conducted. The choice of perspective will be influenced by the goal of the evaluation. If, for example, the goal is to help administrators of a program decide what intervention (for example, home visiting versus center-based service) they should implement, it may be appropriate to focus only on the costs and benefits to the particular program. However, this limited perspective may be misleading to policymakers who are deciding whether to expend public dollars on this or other programs. They will want to know about costs and benefits to society as a whole, whether these costs are direct or indirect, intended or unintended. For example, if a local hospital conducts a home visiting program that results in families using fewer acute services but more community preventive and social services, the total costs and benefits of the program could not be measured by analyzing only the impact on the hospital. If public dollars funded the program, a helpful evaluation would have to include, at a minimum, program cost, costs and benefits to program participants, and the impact on other public expenditures. Similarly, a state may decide to invest in an early intervention project because it attracts three dollars in federal funds for every dollar in state funds, even if other nonfederally supported projects would be more effective. But such a narrow perspective could be damaging to broader public interests; protecting these interests is the special responsibility of government. It is important that evaluators clearly state the perspective from which they proceed and acknowledge the limitations that perspective imposes.
Measuring Costs
Determining the costs of the intervention is central to all forms of economic evaluation. The costs of home visiting programs vary widely because there is no uniform or standardized practice. Home visiting is not so much a well-defined program as a general strategy for delivering a variety of services to parents. Costs will vary according to the population served (pregnant women, new mothers, infants, and/or older children), as well as according to the goals (improved health behaviors, quality of child rearing, or growth and development) of the program, and the type and intensity of the services delivered. For example, estimates from cost studies indicate that the annual costs of home visiting programs (in 1992 dollars) range from less than $1,000 to more than $5,000 per family.1,3-8 Given Table 1 Steps in Economic Evaluation 1 . Define the perspective of the analysis Will costs and consequences be measured only for identified individuals or groups, or for society as a whole?
Conduct cost analysis
Identify and estimate the value of all resources used, including capital costs, and time contributed by clients and volunteers.
Estimate program effects
A strong underlying outcome study of program impact is required. Impact studies should have a sufficiently large sample size, experimental design, broad perspective on the benefits measured, the ability to measure outcomes over a long period of time, and replication in multiple environments.
Estimate the value of outcomes
In cost-benefit analysis, the outcomes must be valued in monetary terms. It is important not only to include the cost savings to governmental programs, but also to assign whenever possible a monetary value for outcomes such as level of productivity, effects on nonlabor income, and utilization of health services.
Account for the effects of time
Adjust for inflation and discount future benefits to present value.
Aggregate and apply a decision rule
Even when the costs and benefits of different outcomes are estimated for comparison, there is no single simple decision rule that can be applied in all circumstances, and decision makers may need to consider more than this information in choosing a course of action. 
Describe distributional consequences

Cost-benefit Analysis
Cost-benefit analysis (or benefit-cost analysis; the terms are interchangeable) attempts to address directly the limitations of efficacy and cost-effectiveness studies by translating all costs and effects into a common unit of measure-money. This type of analysis attempts to value all of a program's outcomes, as well as its costs, in monetary terms. It can be used to study a single program (a program, no-program comparison), to compare two or more programs with the same goals, or to compare programs with entirely different goals. The greatest problem for cost-benefit analysis is that it can be very difficult, if not impossible, to estimate a monetary value for some outcomes. This issue is discussed more fully in Appendix Box Al, Step 4. It is important to note, however, that many potential outcomes of home visiting are easily valuated in monetary terms. These outcomes include increased productivity for the parents, less reliance on welfare, and reduced need for social services or special education for the child. Most (if not all) benefits can be monetarily valuated, and the information from even a partial benefit evaluation can be sufficient to make decisions about the cost-benefits value of the programs. For example if, from looking at just the dollar value of a few outcomes, it is clear that a particular intervention is budget neutral (the costs equal the benefits), and, in addition, there are other desired outcomes that The final steps of economic evaluation are common to all three types. After costs have been calculated and outcomes measured and valued, the evaluator will undertake a number of tasks to further refine the evaluation. These include accounting for the effects of time, deciding upon the criteria for decision making, reviewing the assumptions underlying the analysis, and considering outcomes that may not have been included in the analysis. See Appendix Box Al for further discussion.
Review of Existing Cost-effectiveness and Cost-benefit Analyses
Very little is known about the economic costs and benefits of home visiting. Most of the effectiveness studies reviewed in the Olds article in this journal issue did not include an economic evaluation. Only six studies were found that attempted an analysis of costs and benefits for home visiting with families of children under age three. These programs varied greatly in their goals, methods, and target populations but can be roughly clustered into three groups: (1) home visits after early hospital discharge, (2) educational home visits combined with developmental child care .and other services for low-income families, and (3) health-organizationsponsored home visits aimed at improving parental care of infants and child health and development. As the following discussion shows, these studies relied on rather narrow definitions of cost (for example, they did not consider parent time), and they valuated only selected benefits to which monetary values could easily be assigned.
Early Hospital Discharge
Two studies were primarily concerned with the medical cost savings from early hospital discharge following childbirth. Yanover and others compared traditional practices to a new "family centered perinatal care program" that included prenatal classes, early discharge from the hospital, and daily home visits for the first four days following childbirth by a nurse practitioner.15 Mothersjudged to be at low risk of perinatal medical problems were randomly assigned to one of the two groups during pregnancy. Those assigned to the family-centered perinatal care group were more likely to use only local anesthesia during delivery and, as expected, were discharged an average of 42 hours earlier. No significant differences were found in frequency or type of morbidity for either mother or infant through the six-week follow-up period. To some degree, the extra costs of this program were offset by the reductions in costs that resulted from early discharge, but no precise estimates of program costs or cost savings were reported.
Brooten and her colleagues conducted a randomized trial with families of very low birth weight infants, comparing routine hospital nursery discharge to early discharge with nurse home visits, individualized instruction, counseling, and telephone access to a nurse specialist.16 Home visits were made in the first week after discharge and at 1, 9, 12, and 18 months. The nurse telephoned parents at least three times a week for the first two weeks and weekly for the next eight weeks. The early discharge group was released from the hospital 11 days earlier on average. In an 18-month follow-up, no statistically significant differences were found for repeat hospitalizations, acute care visits, failure to thrive, reported abuse, or foster care placement. However, sample size was quite small (36 families in each group) for detecting effects on low incidence events.
Brooten estimated the benefits based on reductions in medical costs associated with early discharge. Hospital and physician charges for the early discharge group averaged $19,136 less per child. The costs These studies relied on rather narrow definitions of cost (for example, they did not consider parent time), and they valuated only selected benefits to which monetary values could easily be assigned.
of the early discharge program were estimated to equal $576 per child based on the costs of the nurse providing the services and the costs of telephone calls and travel. Brooten and his colleagues recognized that their cost and benefit estimates were not strictly comparable. The cost estimate included only increases for variable costs (with nothing for the costs of space, for example) while the benefit estimate was based on hospital charges which could have exceeded actual costs. Nevertheless, the difference in magnitudes of the cost and benefit estimates was sufficiently large that greater precision is not required to conclude that early discharge was highly efficient.
One concern with both of these early discharge studies is that it is difficult to judge the importance of nurse home visiting to the production of benefits. The benefits might simply have resulted from the early discharge policy. In the study by Yanover and colleagues, the prenatal classes, interactions between parents and hospital staff in the period immediately following the birth, and the provision of home visits all may have contributed to the willingness of parents and staff to accept early release. As there has been little incentive in the medical system to restrain costs, hospitals and physicians might be expected to be overly conservative in their discharge policies. The same benefits without an increase in morbidity might have been observed with fewer or perhaps even no nurse home visits. Such variations in services were not attempted. 17 
Educational Home Visits and Child Care
Two studies examined the benefits of a social support program, including home visits, for mothers and children in lowincome families where one of the program goals was to improve child development. Seitz reported the results of a 10-year follow-up of low-income first-time mothers who had been provided home visits (begun prenatally), pediatric care, and educational day care until 30 months postpartum.18 A time-lag comparison group was used. The same procedures used to identify the intervention group were applied to a later birth cohort to obtain a comparable pool from which matches were drawn for each intervention Further research comparing the costs and benefits of home visit and center-based programs alone and in combination is clearly desirable.
child. Despite the small sample size (n=28 at follow-up), the intervention mothers were found to have a significantly higher educational attainment, higher employment rate, and lower birth rate 10 years later. Intervention children had better school attendance records and were less likely to be in special education. Program cost was approximately $20,000 over the 21/-year intervention, while the value of added earnings and reduced special services was just over $48,000 ($2,000 per child) for the follow-up year (both figures in 1982 dollars, but undiscounted).
Lally and colleagues reported the results of a long-term follow-up of participants in the Syracuse University Family Development Research Program.19 Verylow-income women in the third trimester of pregnancy were enrolled in an intervention focused on improving child development through home visits and educational day care through age four.
Comparison to a matched sample (formed when children were age three) 10 years later revealed no significant differences in the parents' education or employment, but found significantly better grades and school attendance for girls and significantly less juvenile delinquency for boys in the group that received the home visits. The researchers estimated annual costs per child from delinquency to be $186 for the intervention group and $1,985 for the comparison group (by age 13 to 16 depending on the cohort).
These studies provide a very partial assessment of economic costs and benefits. They indicate the potential of home visiting programs to produce substantial economic benefits and suggest that more comprehensive economic evaluations of benefits could provide enough information to assess whether the overall economic impact of the programs was positive. However, it is impossible to assess the contribution of home visits to the overall results from these studies alone. For example, they did not attempt to separate out effects of home visiting from the other elements of the intervention, such as the child care and medical care provided. Even when the full range of efficacy studies is considered (see the article by Olds in this journal issue), the extent to which home visits add to the effects of centerbased care and education programs is unclear, as is the efficacy of home visits alone.20-23 However, the length of followup in these efficacy studies tends to be short, and the number of other potentially important variations among studies are large, making it difficult to draw firm conclusions. Further research comparing the costs and benefits of home visit and center-based programs alone and in combination is clearly desirable.
Health-oriented Home Visits
Two studies investigated the costs and benefits of home visiting programs sponsored by medical organizations in the hope of improving infant health and development. Hardy and Streett employed a randomized design to examine the impact of home visitation aimed at improving parenting and compliance with routine infant health care visits to a well-child clinic.6 The population served was inner-city AfricanAmerican mothers over age 18 and their infants. The visits were provided by a collegeeducated African-American woman who had lived in the community. She was supervised by an educator at the clinic and worked closely with a clinic social worker. Visits began 7 to 10 days after birth. It was found that the home visitor had to provide a very broad-based intervention dealing with a wide range of day-to-day social and economic crises before mothers could attend to improving parenting and child health care.
Hardy and Streett conducted a kind of rudimentary cost-benefit analysis based on data readily available from the study. During a two-year period of visitation, estimated costs of the visits were found to be more than offset by reductions in medical care costs for the children. This occurred even though the visited children were more current in their immunizations as a result of improved compliance with the clinic's well-child care schedule.24 Cost reductions reflected reductions in clinic visits related to illness and injury as well as reductions in hospitalizations.
The cost-benefit analysis could have been carried further, though this would be unlikely to change the conclusion derived from the rough analysis conducted. Olds and colleagues provide the most thorough economic evaluation to be found in the literature on home visiting programs.5 This evaluation was based on a randomized trial of a nurse home visiting program conducted with a relatively large sample of 400 women expecting their first child in Elmira, New York. Low socioeconomic status, teen, and unmarried women were actively recruited, but other volunteers were included in the study. The study compared four alternatives. Two were minimal and are combined for analysis. In the other two, nurses began visiting mothers prenatally. Visits continued until childbirth for one group and until the first child was two years old for the other. The program sought to improve (1) pregnancy outcomes, (2) parental care of children and children's health and development, and (3) maternal life-course, including increased employment and the prevention of undesired pregnancies. Analyses presented were limited to whites because of the small number of nonwhites (n=46).
Olds and colleagues provide the most thorough economic evaluation to be found in the literature on home visiting programs.
Basic findings of this study were that the two groups which received home visits experienced (1) improved use of prenatal services; (2) fewer low birth weight babies to teens under 17 years of age and increased gestation for children of women who were moderate to heavy smokers at entry; (3) more low birth weight babies born to older nonsmokers (attributed by the investigators to initial differences between groups); (4) fewer verified cases of child abuse and neglect for low-income women; (5) improved cognitive development for children of low-income teenagers; and (6) increased maternal employment and fewer repeat pregnancies for low-income women in the four-year follow-up period. In each instance, statistically significant improvements were found only for subsamples and not for the entire sample. While it might be expected that the greatest effects would be concentrated among those at greatest risk because of poverty, youth, and healthrelated behaviors, it is extremely important that replications seeking to verify these findings regarding subsamples (such as Olds is currently conducting in Memphis, Tennessee) be supported.
The economic evaluation focused on the costs of the program and estimated reductions from a government budgetary perspective associated with the home visiting program's positive outcomes. All costs of the alternative treatments (minimal, prenatal, and postnatal) and ancillary services to which families were referred--for example, the Special Supplemental Food Program for Women, Infants, and Chil-dren (WIC)-were estimated for each treatment condition. Government program savings were estimated from reduced demands on four government programs--Aid to Families with Dependent Children (AFDC), Medicaid, food stamps, and Child Protective Services.25 Effects on income tax payments were estimated from earnings and included in the total "government savings" figure. Increased tax payments by program participants can potentially reduce the burden on other taxpayers and thus, from the taxpayers' perspective, can be considered equivalent to a reduction in program costs.
The primary sources of government cost savings were increased employment and smaller family size.26 Reductions in use of AFDC and food stamps attributable to these effects accounted for 82% of the estimated cost savings. Thus, it is not surprising that the home visits continuing to age two were found to produce government cost savings while visits conducted only prenatally were not. The government cost savings were estimated to be larger for low-income families, and it is only for the low-income subsample that the estimated savings achieve statistical significance.
The primary sources of government cost savings were increased employment and smaller family size.
To compare program costs and government cost savings, all estimates were made in 1980 dollars and discounted to calculate present value. (See Appendix Box Al, Step 5.) Comparison of present values indicated that four years after the birth of the first child, government cost savings slightly exceeded net program cost (that is, net of the cost of minimal services) for low-income participants and accounted for roughly half the costs for the sample as a whole. As lowerincome families accounted for more than half of the sample, it appears that cost savings for higher-income families were not merely lower, but virtually nonexistent. In extrapolating these results to policy, it would appear that no cost savings should be expected for higherincome families (though it should be noted that the term low income was not actually measured but rather was defined by an index of socioeconomic status).
The analysis of cost savings was deliberately conservative in two ways that tend to increase the confidence that can be placed in its conclusions. First, no extrapolations were made for future cost savings. Yet, it is reasonable to expect that substantial cost savings would continue for at least a few years beyond the four-year follow-up period and might continue for many years. Second, the estimated cost savings included none of the administrative costs of welfare programs, none of the overhead and nonpersonnel costs of protective services, and no revenues from taxes other than those directly assessed on earnings.
This study of government cost savings is suggestive of the potential for a comprehensive study of the costs and benefits of home visitation from the perspective of society as a whole, even when the followup period is relatively short. Such a costbenefit analysis would differ from the analysis in the Olds study in important ways. For example, the benefits from increased employment and delayed childbirth would be the increased productivity (measured by employer costs, which exceed gross income); improved quality of life (not just more income, but more income per capita); decreased administrative costs for AFDC, food stamps, and Medicaid; and decreased medical costs regardless of who paid for them. The benefits from improved child health and development and decreased abuse and neglect would be the value of these outcomes per se, as well as the reductions in medical costs, Medicaid administrative costs, and protective services costs.
From the Olds analysis, it appears that most of the information needed to produce such a cost-benefit analysis is readily available. The only benefits that would present any real difficulties are the value of improvements in health and development per se. Reasonable estimates might be developed for some of these, particularly for the prevention of serious injuries caused by abuse and neglect where data on risk premiums and court-ordered compensation for injury might be used. Even a rough calculation based on the data provided by Olds and his colleagues is sufficient to indicate that social benefits would greatly exceed the estimated government cost savings (the value of increased productivity should substantially exceed the welfare and tax savings). Thus, for a lowincome population, at least, the home visiting program would be likely to pass a cost-benefit test based only on four years of data and only those benefits that could be monetarily valued. Economic evaluation can be used to improve home visiting policy and practice and to direct resources to the most effective programs.
The
Not every study of home visiting must include an economic analysis, although most would benefit from a cost analysis. In particular, studies with only brief follow-up periods might be used to identify promising approaches and delineate key issues. This process can lead to more definition of the intervention to then be followed by more comprehensive and long-term evaluation, including economic evaluation.
The research reviewed in this paper and in this journal issue provides some ideas that should shape future benefitcost studies. Two-generation programs that address the needs of parents and children have the potential to produce large benefits in the near term as well as the long term, and therefore appear to be an important focus for economic evaluation. In addition, results to date suggest a focus on interventions targeting lowincome expectant mothers and other high-risk subpopulations that have been found to be more responsive to home visiting (although the appropriate income cutoff is unclear, as are many other parameters that need to be specified in designing a program). Research on the combination of home visits addressing a broad spectrum of family needs with the provision of high-quality early childhood education might be another productive focus. Such studies should seek to identify the subtle differences in person, process, and context that appear to have important impacts on benefits.
While the potential value of information produced by benefit-cost analyses is no assurance that it will be used to make decisions, the experience of the Perry Preschool study is persuasive.27 The Perry Preschool study is only one of several randomized trials of preschool programs for children from low-income families having long-term follow-ups. Moreover, it is quite small (n=123) and limited as a basis for generalization to national policy. Nevertheless the Perry Preschool study is by far the most frequently relied upon study of early intervention in the political and policy arenas. The disproportionate influence of this study is largely attributable to its benefit-cost analysis and suggests that there has been a substantial underinvestment in benefit-cost analyses of early intervention.
If benefit-cost analyses are so useful, why have so few of them been conducted? Lack of knowledge may be one reason. Researchers, evaluators, and program administrators rarely have enough training in economic analysis to appreciate its potential, much less to apply its process. However, a more important reason may be the reluctance to evaluate and discuss the value of human services programs in monetary rather than human terms. All too often, public agencies have sought larger budgets as the primary means of achieving better outcomes and have measured program quality in terms of units of services provided rather than results achieved. This problem can be exacerbated by the reluctance of human services program directors to assign dollar values to the life-enhancing outcomes they seek to produce. However, doing so can be one of the most powerful ways to galvanize public and political support for familyoriented programs.
Appendix Box Al begins on page 107.
Box Al
Steps in Economic Evaluation of Home Visiting Programs
The steps involved in cost-benefit evaluation are discussed below, but the exposition is necessarily quite limited. Readers who wish further information can consult one of many excellent texts.13,28-30 Several articles on the application of economic evaluation to early intervention, including the long-term analysis of the High/Scope Perry Preschool study, may also be of particular interest.1','31 '32 Step 1: Define the scope of the analysis.
The first step in an economic evaluation is to define the alternatives to be evaluated and the perspective from which the evaluation is to be conducted. It can be argued that all economic evaluations should be conducted from the perspective of society as a whole. This means casting a wide net in research to identify costs and consequences, intended and unintended, for everyone impacted. (See further discussion in the text.)
Step 2: Conduct cost analysis.
The purpose of cost analysis is to identify and estimate the value of all resources used. Factors affecting this analysis for home visiting programs are discussed in the text. The standard approach to cost analysis has been described by Levin Once the ingredients list is specified, the cost of each resource must be estimated. The key to estimating cost correctly is understanding that the true cost of a resource is its "opportunity cost," which is the value of the lost opportunity to use it elsewhere. This holds true whether the resource is paid for by the program, paid for by another program, or volunteered.
Because most resources are bought in competitive markets, the best estimate of a resource's opportunity cost usually is what was paid for it. Capital costs, volunteers, and donations present special difficulties for cost analysis and require that the cost analysis go beyond the use of budgets and prices paid to estimate cost.13 However, as previously discussed, the most important difficulty for home visiting programs may be the valuation of parent time.
The time parents contribute is valuable and should be included in the analysis. Parent time can include not only the time parents devote to the visit, but also the time they spend doing activities prescribed by the home visitor. There are several ways to estimate its value. One way is to estimate what the program would have to pay to hire the parents. Another is to try to estimate the value of the activities that parents give up in order to participate. In both instances, the costs of parent time should be expected to vary considerably from person to person. Unemployed and isolated parents with restricted opportunity for adult contact may regard the time cost of home visits as less than zero if the visits address their needs. Poor working parents with long hours and little leisure may view the time costs as extremely high, so high that they choose not to participate in the home visits. One of the reasons that such a long period of time is required is that some types of effects exhibit dissipative patterns (e.g., IQ gains) while others appear to be cumulative (e.g., school success). The existence or scope of such effects may not be detectable until the children reach adolescence. In addition, some effects are apparent only as participants move into different environments (e.g., mothers going back to school and then into the workforce, children entering school). Finally, evaluation of some effects plays out over long periods of time. For example, improvements in mothers' education and family size can shift lifetime earnings profiles upward and permanently increase per capita family income. * Replication in multiple enviromnents. Multiple site studies or replications in different environments are required to provide accurate estimates, which vary across environments. For example, neighborhood effects including a lack of social capital may make it much more difficult to produce the same magnitude of effects in the urban "underclass" neighborhoods of cities like New York, Chicago, Detroit, and Philadelphia than in smaller cities and suburban and rural areas.41',42 Local variations in labor market conditions; availability of education, health, and social services; eligibility requirements and payment levels for welfare; and school policies also can be expected to affect the magnitude of many program effects. For example, if one of the expected outcomes of home visiting is improved school performance, achieving and measuring this benefit will be affected by variations in school policy. One school might have a policy of never retaining students in grade while another school might have a very liberal policy (e.g., retaining 60% or more of children).
Step 4: Estimate the monetary value of outcomes.
Assigning a monetary value to outcomes is a key step in cost-benefit analysis. Doing so can be difficult in home visiting programs because many of the potential outcomes are not viewed as primarily economic and are produced outside the market sector of the economy. Thus, there are no easily obtained market prices for them.
Because of the difficulties (emotional and practical) of valuing many program outcomes, there is a tendency in cost-benefit studies to focus outcome analysis only on savings in the costs of government programs that respond to medical and social problems. While these cost savings are important, they represent a very limited portion of the potential benefits, both because not all outcomes have associated government program cost savings and, even when such cost savings exist, they are likely to be less important than the direct benefits of preventing the problems they address. For example, a home visiting program may aim to improve parents' confidence in their child's cognitive potential as well as to improve the child's school performance. More or less parental confidence has no direct impact on government spending. And even though the child's school performance may decrease government spending for special education, that decrease is not the only outcome of value. Improved school performance could also make the child happier or more productive as an adult. For these reasons, exclusive focus on government cost savings can be misleading.
The potential outcomes of home visiting (see Table I in text, page 95) are clearly much more extensive than those actually estimated in studies to date. While the practical difficulties of estimating the dollar value of all of these outcomes are real, they should not be overemphasized. Even if it is not possible to estimate precisely the dollar value of every outcome, it may be possible to provide useful estimates for several key outcomes along several dimensions. For example, Haveman and Wolfe review a large literature on the benefits of education that measure this benefit not only according to increased monetary compensation from employment, but also according to its effects on nonlabor income, health, leisure, crime, and family formation. The monetary value of many of the other outcomes in Table 1 Finally, one critical distinction in benefit estimation is the difference between a cost or benefit to society as a whole and a transfer payment. Taxes and welfare payments are transfer payments; they shift resources from one person to another, but do not affect the total amount of resources available to society. Thus, they are of considerably less economic significance than costs and benefits to society as a whole. For example, a reduction in medical costs as a result of improved health habits or routine care frees up all of those resources for other uses. A reduction in welfare payments (without any change in productivity, earnings, or other effects) is important from the perspective of society as a whole only to the extent that it reduces the costs of welfare payment administration, which is likely to be merely 10% of the payment amount. Obviously, transfers may be more important politically because people do care about the distribution of costs and benefits, a subject discussed further below. In addition, it may make a significant difference to the individual if he, rather than the government, pays for his food.
Step 5: Account for the effects of time. 
In addition to adjusting for price change, it is necessary to account for the opportunity cost of resources over time. A dollar today is worth more than a dollar received next year, even after adjusting for inflation, because the dollar today can be used now. The interest rate which translates the real value of resources in one year to their real value the next is called the real discount rate. There are a variety of ways to use the discount rate in economic evaluation, but the effect in all cases is to reduce the value of later costs or outcomes exponentially compared with earlier ones. It is important to note that this is not exclusively a monetary phenomenon but applies as well to nonmonetary estimates of effects in cost-effectiveness and cost-utility analyses.
Step 6: Aggregate and apply a decision rule.
Once the valuation of costs and outcomes is complete and differences caused by timing have been taken into account, costs and outcomes can be summed across years. While these summary calculations are informative, more data are often needed to decide which program is the best alternative. There are no simple decision rules that can be applied to select the best alternative in all situations.28 Many factors might affect the relevance of the study for policymakers desiring to implement programs. For example, differences in scale of operation and population coverage between the alternatives when studied and when implemented, variations in the completeness with which effects were measured and valued in the studies, the budgetary context for the policymakers' decision, and other factors complicate selection of the "best" alternatives. 45 In most instances when comparing two programs, the appropriate efficiency criterion is whether the marginal increase in benefits is worth the marginal increase in costs. (See Table 3 in text, page 100.)
Step 7: Describe distributional consequences.
Policies and programs can differ in their distributional consequences-who gains and who loses-as well as in their economic efficiency. One project may benefit the poor more than the rich and another, the rich more than the poor. One may benefit only a narrow class of people and another, a broad spectrum of society. Obviously, people care a great deal about these differences. A useful economic evaluation describes the distribution of costs and outcomes in relevant ways. The distribution of costs and benefits (or effects) between the intervention targets and the general public is one of the most commonly examined. This breakdown is interesting because intervention and prevention programs often target groups believed to merit special consideration as a result of poverty or disability. Also, it is easier to persuade taxpayers and their representatives to pay for a program if it serves self-interest as well as altruism.
Step 8: Conduct sensitivity analysis.
Researchers inevitably rely on assumptions as well as evidence in conducting cost-benefit analyses. These assumptions may or may not hold, so the degree to which the conclusions depend on them matters. Sensitivity analysis is used to identify critical assumptions and explore the effects of reasonable variations in the assumptions on the conclusions. For example, if a tight labor market is required for a home visiting program to produce impacts on employment and earnings, then these benefits should not be expected if the program is implemented in an area of high unemployment. If a home visiting program depends on referrals to supporting health and social services in producing its benefits, then it should not be implemented without the supporting programs. This does not mean that a home visiting program cannot be implemented in areas that do not have the supporting programs, only that these supporting programs must be introduced as part of the intervention and their costs and benefits taken into account. Or, if they are not introduced, the outcomes from these programs may be very different.
Step 9: Discuss the qualitative residual.
All economic evaluations have measurement limitations that need to be discussed as part of the basis for making decisions. In research on home visiting programs, the most important limitation may be the failure to value monetarily or even to quantify all of the important outcomes. Even when outcomes cannot be quantified, however, it may be possible to bring them into the analysis by describing them. Participants' own descriptions presented verbatim are often the best way to convey such essential intangibles as quality of life, personal empowerment, increased willingness to take responsibility for personal and community well-being, and hope for the future. This kind of descriptive report may be the only way to assure that such important human considerations are not omitted.
